By DANIEL H. GARNICK and HOWARD L. FRIEDENBERG

Accounting for Regional Differences in Per Capita Personal
Income Growth, 1929-79

FRDM 1929 to 1979, when per
capita personal income grew more
than ninefold in each of the eight
BEA regions, regional differences in
per capita income narrowed. Per
capita income increased from 64 to 91
percent of the naticnal average in the
low-income regions (Scutheast, South-
west, Plaing, and Rocky Mountain),
and declined from 127 te 107 percent
of the national average in the high-
income regions (Mideast, Far West,
New England, and Great Lakes).

Thiz article provides measures of
the relative regional contributions of
the per capita income components ta
the parrowing of regional differences
in each of six timespans included in
1920-79: 1920-40, 1940-50, 10950-69,
1950-69, 1969-73, and 1973-79.7 The
choice of years for the first three ii-
maspans is based solely on data avail-
ability, and that for the subsequent ti-
megpens iz based on national business
cycle peaks in order to separate trend
from cyclical changes. Chart € shows
that, in e¢ach of the Eix timespans, per
capita income increased as a percent
of the national averape m the low-
income regions and declined as a per-
cent of the national average in the
high-income regions. The disparity be-
tween the rates of change, howaver,
varied over time (table 1), Further, it
will be shown that the components of

Nore —FRobert Bretefelder and Bruce Lavine,
amsigted by Fonald Catzve, made subslantial
eontributions in implementing the methodology
ard o prepariog and auslysing the tables.
Frank de Lotgw and Eay Grimes contributed
te the developmemt of the methodology and 1o
the analysis of the fndings Elizabeth Qoesm,
Hernsth Berkmen, spd Robert Browd, a
under the directioh of Edwin Coleman, and
Henneth Jobnzom deweloped epecial estimetes
and statistieal tachnigues.

1L The measurey ava bosed oo estimates of State pars
sonal inome publighed o the July 1981 SuRvey oF
CumernT Bitoiess. Uee of the revised estimatsy pub-
lshed in the Aupust 1982 Suwvev. which wae Tre-
fuded bacausa of time comabmints, would have Hitla
#fTect on the ndings of thia arthcle.
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per cepita income that governed the
rates of change also varied over time.

Per capita personal income may be
separated into three major compo-
nenis, each on a per capita hasis: (1)
labor and proprietors’ income, {2) per-
sopal dividend, interest, and rental
income, snd (3) transfer payments.
Eech component contributed to the
narrowing of regional differences in
most of the timespans. Labor and pro-
prietors’ income per capita is further
subdivided in order to ideniify and
mesasure the contributions to the nar-
rowing of other factors, such as the
mix of employment by indostry, wage
rates by industry, and employment-
populetion ratios, Some of these sub-
components could not be estimated
for the early timespane because data
prior to 1950, especislly for 1920, are
limited. Accordingly, the following
overview discusses the contributions
of the components {and subcompon-
ents) of per capita income for 1940-79
rather then 1928-79.

Overview, 1940=7%

From 1840 0 1979, when <ach
major component contributed to che
narrowing of regional differences in
per capita personal income, the con-
tributing factors, and the shares of
the narrowing that they accomnnted

for, were: {1) more uniform regional
indastrial mixes of employment, ac-
counting for about one-half of the
narrowing; (2} more uniform regional
distributions of personal dividend, in-
terest, and rental Income per capite,
for about ene-eighth; (3) more uniform
ragional distribetions of transfer pay-
ments per capita, aleo for about one-

eighth: (4) more uniforrn regional -

ratios of employment to working-age
pepulation, for ebout ome-tenth; and
{6} reduced regional differentials in
wape rates (adjusted for regional dif-
ferences in industrial mix), also for
about one-tenth. Factors 1, 4, and &,
which are directly related to employ-
ment income, together accounted for
about threequarters of the narrow-
ing. The discussion that follows sm-
phasizes these three factors.

The trend toward more uniform re-
gional indvstrial mives of employment
(factor 1) wag, in large part, a result

of a resllocation of redundant farm *

workers. In 1340, in the low-income
regions, farming, which was a rela-
tively low-paying industry, accounted
for a large share of total employment.
In the early 194%°z, large-scale mecha-
nization began to reduce employment
opportunities in farming. During and
after World War I, nontfarm employ-
ment opportunities grew rapidly, and
workers shified from farm o nonfarm
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the incomes of persons whe remaimwed
in farming, as well a3 of persons whe
shifted to higher paying smployment
in other industries.

The trend toward more uniform
, rotios of employment to working-age
* population (factor 4} also was, in part,
a result of the reallocation of farm
workera, In the 198a and 190's, in

nonfarm employment oppordunities
was not sufficient to absorh fully the
redundant farm worksrs and new en-
trants to the labor force. Work-fores
outmigration from the low- to the
high-income regions resulted, and re-
gional ratios of employment to work-
ing-age populatiocn—which had been
_below the average in the low-lncome
* regions snd above the average in
the high-income regione—converged
toward the national average. In the
19%7¥Fs, in contrast, regional ratios of
employment #» working-age popula-
tion divermad from the national aver.

- » age. Nonfarm employmant opportni-
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ties grew much more rapidly in the
love- thamn in the high-income regions,
and substantial numbers of Workers
migrated to the low-income regions.
Work-force inmigration to the low-
income regions did not fully offset the
rapid growth ik nonfarem employment
. cpportunities, and the ratic of em-
plamnt to working-age population
rose above the natiphal average for
the fipst time. Conversely, work-force
autmigretion from the high-ircome
regions did not fully offset the slow
growth or declines in monfarm em-

¢ » ployment opportunities, and the ratio

&
F)

of employment to working-age popula-
ticn fell below the national average.
For 1940-T9 as g whole, the redus-
tion of regional wage rate differentials
(factor 5) was smal, and gn was iE
contribniion to per capits income con-

" verpence.  Meoclassical  economic

&+

theory would have predictad conver-
gence, Inmigration to high-wage re-
gions would put downward pressure

. Un wage rates; as labor reserves de-

i
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2 than in way othar tiexpan, and the farmoe-nonfiem

employmant Ehift wea & raajor contributing Tocter
105073, ragiona] differences in per capite $oome con-
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clined i low-wage regions, upward
preesure wonld be put on wafe rates
in order to hold workers.?

The persistence of regicnal wage
rate differentials can be reconciled
with this theory if it iz recognized
that firms choose locations for differ-

8. J. E. Hicks, The Theory of Winges, (Lendon: Mec-
Miilan, 29E2)
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ent reasons than workers do. In
chooring betwesn twe locations, firms
tend to locate where wage rates and
other costs, relative to selling prices,
are lower. Workes: tand £o locate
where wage rates, relative to the cost
of living, are higher. Studies - have
shown that about two-thirds of the ex-
plained variation among regions in
wage rates reflects repional differ

I  CHART B
Per Capita Personal Income as 2 Percent of tha [.S. Average, Selecled

Years. 1929-70, BEA Reglons

15
L% Tepariwami o Gomemio, Damay o Somawis fulyss

1950




] -

g 1

A *

i ‘ PO e b " - .
g F3AEEasa| sesgase| wmpaese | eeggene| genpmese carsgans| sgscwsss: gsasssy| EEsveRn) GNEANENS| Sgmeemss
o| fEEEEEss swizsand | wemcmews . owenauis | geyaews | ReRgEies | Eageuned) ROeRRES| BNRSEN| NEETEAEY| DEmeReR
g FARNEEE. smeguess| coesaeas | wosimens| aesduyas| eecazess | Shiends| aieassi| neeARnR| daieams| TapeanE
mm SRZSERES | WEURANNR| IUORRSNC | GIAEEIRT | SPRJEANS | JRV§EAgw | DogUsien] Sedeunbs | AESSUARK | SIunA=Z3 | SoReSARE
g| smmsewms| Seeges) g oasumar| seqgeer| emag| SOAEA| GEUNAN | GOAVNNE| SOveeREd | FENOVER
f| smmmius | cecareca| seamsvse eoegsous| seegewes| ewavtens | WAsvAdE| WAVAGER | WasuRdis| ARAVNERA| DERRENEE
g| EEEEAEER| weeRueRy| Dusguwon| ueegeuug| drequsds| GaRgeds | GauNa%A| S3204ENR | DAESTNR| wasWEiSE| ENEeREEE
(o] we e meet e gevER DRSS puEn UONE DR RPoRE IV
g| EEEEmeRRT ety guewess ggesent macemes] nie BICRGN GOUE GIUAT (URMEE IR0
3| siResET fpmeRs ggEAses gt RITGGRSY uSeNiAn QR GEeRD miBAned WpRRARS UTEENE
g| 39swmaseT gyesEsms pgEtuzEs gITRNART GESETNSRT gRUOBREYT ZEPARGRST RRCTGRESY HESESHEAT gEuedaves gucugmve-
3| Boee wEmT gme grEeT eeen e Qe U GO Qe SERREe
3| BEuSST gyameies ggresstes gyvmente ggcesnec Jy-weeatc gy eEe gRaEe - BERIN RevRgRes gaeaunacs
o| BT weete gpeeee ggees e Gpaeen - gEoene BORERC WONETC GRS ROAETC geoveee

Talie 2.—=Pey Capita Persatcal Inconee, by Compomsnt, Selected Tears, 1928-73, Undted Stalen and BEA Eeginm

]

Ih-iﬂmc‘h :n-md. R o e
i bulions
o welluatonent
TH
paracEal inoode
o’ Inoome
S, e

meat, and reatal iecome ...

Imeom

Som i inimgl
hirmi-h
Dntheer

Farm p

Intarttt, ant seethl Ehookd .

and salrive
Inbor meome.
oy | Tisbo " Ewiotee

‘Trrknefer
Flex epmdgmin mdjimmmant

, amd remiy] |

et i Entions B oAl MG T ]

ekt il oot lrmit

g
plad i

i
el

Lews
Fhua:

Ed, detatent, snd rental income ...
for

HIRi
M. m mw ummmwm
diihie il

d. irtarwed, wod reptal oo e
Lo pyrsorml coritz it (Or S06A] EAUTRIER o]




Septembar

enceg in the coot of living, and about
one-third reflects regional differences
in work-force characteristics, Becanse
lebor i an imperfecily mobile re-
source, insofar ss migration entails
moving costs, the persistence of wage
rate differentialz for homogeneous
labor largely reflects cost-of-living dif-
ferentials and a premium associated
with ing costs. The two-track view
of locaticn incentives helps explain (1)
why the growth of nonfarm employ-
ment opportunities wags faster in the
low-income regions, with low wage
rates, than in the hi re-
%nns with hlglﬂl;mwage rates, and (2)

¥ SOIE War may have migrat-
ed from the highdncome regions,
whers high costs of living more than
otfcet the beneficial effects - of high
wage rates, to the Iow-ineone regions,
where low coste of living more than
offset the adverse effects of low wage

rates.

In the 1940-79 timespan, 1978-7%
was the only subperiod in which the
redaction of regional wage rate differ-
entials was a major contributer to the
narrowing of regional differences in
per capita personal incowme. The re-
doction of the differentials coineided
with regional convergence in relative
costs of living; in particular, housing
costs increased {ester in the low- than
in the high-income regiong *

The reduction of regional wage rate
differentials also coincided with net
work-foree m.lgrﬁtmn from the high-
to the low-income regions. Migration
in the reverse direction apparently
was not a necessery condition for the
raduction of the differentials.’ The re.

regmns.ﬂsﬁrms

§. 1t should ba noted, however, that in
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ragiong and provided more high-wage
jobs, thereby tending tc increase rela-
tive wage rates and to attract work-
ing migrants. The net inmigration of
workars lod, in pari, to the relative
increase in housing costs. This in-
cregsa, in furn, may have been a
canse, a= well as an effect, of the in-
crease in relative wage rates.

If recent trends in the navrowing of
regional wage rate and cosi-of-living
differentials were to contipue, neo-
classical theory, as elaborated by the
two-track view of location incentives
discussed abova, would predict a show-
ing of differences in employment
growth. For Jlongaun equilibriom
among regions, it is necessary that no
factor of production could be profit-
ably relocated. Repional differentials
have narrowed in variable costs of
production and distribution other
than wege rates. As an example,
owing to Federal deregulation of
transportation, freight raics kave
tended to become more nhiform
among regions. The parrowing differ-
entialz would tend to result in ve-
duced relative marginal efficiencies of
investment in those labor-intensive
industriss that accosnted for much of
the rejative growth in employment in
the low-income regions during the
1940-T9 timespan, and the rate of net
work-force inmigration to these re-
mions would be expected to slow. Thus
fer in the 1980 s, data indicate such a
slow-down.® Nevertheless, because it
12 unlikely that all of the theoretical
conditions required for nonprofitabil-
ity of factor relocation can be met, it
is not possible to pradict the end of in-
terregional migration of lebor and in-
dustrial rejocation of facilities.

The trend toward mors regional
uniforeity in franafer paymentz per
vapite (factor 8), which congist mainly
of socisl security benefits, reflects
changes in social security coverage.
Az the industrial coverage of tha
social security system expanded and
ag regional indostrial mixes of em-
ployment beceme more uniform, re-
gional differencez in social security
bemefits received, g well as personsl
contributions for social insurance, per
capita narrowed. Migration of yetiress
from highk- to low-income regmns also
contributed to the narrowing,

The trend toward more wmiform re-
gional distributions of personal divi-

o of recention, fve noigration rte ales

pari-
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dend, interest, and rental income per
capita [factor 2) enggesta that. regional
differences in wealth have narrowed;
this is consistent with the narrowing
of the other components of per capita
personal income noted above,

Per Capita Income
Components

Egfimates

Table 2 shows the components of
per capita personal income for 1925,
1940, 1950, 18569, 1969, 1978, and 1979
Table 8 ghows detailed brealtdownse of
the components for 19%40-50 and for
the four subsequent timespans. A de-
tailad hreakdown for 192840 was not
poasible due to lack of data. For both
detailed breakdowns shown in table 3,
per capita personal income was
broken into laboy and proprictors’
income {woges and salaries, other
labor income, and farm and nonfarm
proprietors’ income) par capita and
other income components (personal
dividend, interest, and rental income,
tranafer payments, less personal con-
tributions for social imsurance, plus
residence adjustment] per capite. In
the breakdown for the four most
recent timespars, lebor and propri-
etor2’ incowme per capits was broken
into 10 subcomponents; such a breal-
down for 1840-50 wae not poeeible due
to lack of data.

The broakdown intn the subcom-
ponent: of labor and proprietors'
income per capita permits the meas-
urement of the contributions to the
narrowing of regional per capita
income differences that are due to
factora such as the mix of employ-
ment by industry and wage rates hy
industry. Subcompeonent 1, which is
expressed on 8 per employee/propri-
stor basis, i the wage and salary and
farmn proprietors’ income that would
have originated in a region if all wage
and salary employees in emch indus-
try in the region had been paid at the
national average rate in the corre-
aponding industry and if all farm pro-
prietors in the region had been paid
at the natfonal sverage rete for farm
proprietors. When this subcomponent
is calculated for twoe or more regions,
the same national distribution of
wages and salaries per employes, by
indostry, and of farm proprietors’
income per proprietor is multiplied by
eath region's distribution of employ-
ment, by industry. Thus, regional dif-
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ferem:es m thig submmp:;:nt r&ﬂect

tionally. The mﬂuutnal mix of em-
ployment includer the nnmber of
farm pmpnel:um. in all regions, this

munber iz substantially larger than
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the number of farm wage and ealary
employees,

Subcomponent 2, which also is ex-
pressed on a per employee/proprietor
bagis, is the ratio of the wage and
galary and farm proprietors’ income
originating in a region to hypothetical
wage and salary and farm propri-

Tahle 3. —Per Capita Fersoual Insome, by Dietailed Componsnt and Timespan
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etors’ income (gubcomponent 1). When
subcomponment 2 is calculated, the re-
gion's industrial mix of employment
is multiplied by (1} the region’s indus-
trial distribution of wage and salary
and farm proprietory’ incoms per em-
ployee/ proprietor (for the nomerator)
and (2} the ¢orresponding national in-
dustrial distribution (for the denomi-
nator). Thus, thi= subcomponent re-
flects Tegion/Nation differences in in-
dustrial wage rates, apart from those
due to region/WNation differences in
the industrial mixz of employment.
Bobeomponenta 2 and 8 ave the per-
cents of total employment accounted
for by wage nnd salary emplovess and
farm proprietors and by nonfarm pro-
prietors, respectively. Subcomponent
4, snd alse subcomporent 9, is the
percent of the working-age population
{(ages 15-64) that is employed. Sub-
component 5, and also subcomponent
10, is the percent of the total popula-
tion that is of working age. Subcom-
ponent T is the earnings rate of non-
farm proprietors. For 1940-50, labor
and proprietors’ income per capita is
broken inbe four smbcomponents;
thezse messure the mix of employment
by industry, earnings rates by indus-
try, the percent of the working-age
population that is employed, and the
percont of the total population thet is

of working age.
Component condribulions

Tables 4 and 5 show for 1940-50
and for the four most recent time-
spans, respectively, percent changes
in per capita persopal income, by
component. For each region in each
timegpan, these data provide the besis
for measuring the contribution of the
chenge in each compoment of per
capita income to the change relative
to the national average in tatal per
capitz income. For each region in
table 4, the contributions <en be
measured as follows: (L) Adjust each
gubcomponent of labor and proped-
etors’ income per capita (eolnmns 2-5)
an that, when summed, they equal the
percent change in Jabor and propri
etors’ income per capita. This adjust-
ment consists of multiplying a loga-
rithmic fartor for the subcomponent
by the percent change in labor and
proprietors’ income per capita.’ (%)

7. In peneral téroos, The fector i

Tog i1 + rate of change in sboomponent)
Tog {1 -+ rate of changs in lsbor o
preprieiars’ income per capitak
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Multiply, ie., weight, eech adjusted
percent change from step 1 by tha
share of total personal income in 1940
arcounted for by labor and propri-
etors’ income, and multiply the per-
cent changes of the cther income com-
ponemis per capita {columng 6, 7, and
%) by the shares of total personal
income in 1940 accounted for by per-
sonal dividend, interest, and rentst
income, by trensfer payments, and by
personal contributions for gocial In-
surance, respectivaly (ses table 6). (3}

SURVEY OF CURRENT BUSINESS

Bubtract the corresponding national
percent chakge, which alse has been
adjusted and/or weighied, from each
welghted parcent change from step 2.
The contributions, that is, the per-
centage point differences, which sum
to the region/Nation difference in the
percent change in total per capifa
incotme, are shown in table 7.

For each region/timespan in table
B, the contributions can be measured
as follows: (1) Adjust each subcompo-
nent of wages anrd galaries and farm

29

proprietors’ income per capita (col-
umns 2-6) and each subcomponent of
nohfermm  proprietors’ income per
capits {colurmna 3, 6, & and %) so that,
when summed, they equal the percent
change in wages and salaries and
farm proprietors’ incoms per capita
end the percent change in nonfarm
proprietors’ income per capiia, respec-
tively. These adjustments consist of
multiplying logarithmic faclers for
the subcomponents by the percent
change in weges and salarjes and

Table 5.—Fereent Change in Per Capita Perconal Income, by Detailed Component, Brlected Timeapans, 195879, United States and BEA Regions
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farm proprietors’ income per capita
and by the percent change in mom-
favm proprietors’ income per capita®
(2) Multiply, i.e., weight, the adjnated
percent changes from step 1 by the
shares of total pereonal income in the
baze year aceounied for by wages and
salavies and farm proprietors’ income
and by nonfarm proprietors’ income,
respectively, and multiply the percent
changes of other labor income per
capita (colummn 7) and of the other
income components per capita (col-
umns 10, 11, 12, and 13) by the shares

‘of total personal income in the base

vear accounted for by other lsbor
income, by personal dividend, inter-
est, and renta) income, by transfer
payments, by personal contributions
for social insurance, and by the resi-
dence nt, respectively {see
table &) (2} Subtract the correspond-
ing national percent change, which
also has been adjusted and/ar weight-
ed, from each weighted percent
change from step 2. The contributions
ara shown in table B, _

In the discussions of per capita
income growth patierns based on
these measeres that follow, hypotheti-
¢l wages and salariea per employes,
incliding farm proprietors (for the
four most recent timespans) and hypo-
thetical lahor and proprietors’ income

per employee (for 1940-50) are re-

ferred to as the "indusirie]l mix com-
ponent.” The ratio of actual to hypo-
theticel wages and salaries per em-
ployee, including farm proprietors {for
the four most recent {imespans) snd
the ratio of actaal to hypothetical
labor and proprietors’ iheome per em-
ployee (for 1940-50) are referred to as
the “edjusted (for region/Nation dif-
ferences in industrial mix) wage rais
differential component.” A brief die-
cussion of the 1929—40) timesparn, for
which lack of data precludes a de-
tailed breakdown of the per capita
income components, also is included.

%. In general terms, the factors Are:
log (1 -+ rate of changm
in apbocroponent;

log €1 -+ rate of cheaga
in wagks e splaries
and farm propristors’s
ineogee Bt eaplial
afid
Iog (1 -+ rots oF change
In subcompensok)

Iog {1 + ot of change
in ponfarm propyisioor’
incame per capital
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Tabh G =Percent IHnirivitlon of Per Caplin Farsonal Ineoms, By Component, Selected Years,
192878, Onited States and BEA Ragtoms-—Conilnued
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Per Capita Income Growth

Patterns
192849

Per capite persunal income declined
in every region. It declined 3.8 per-
cenbage points less then nationelly in
the low-income regions and 1.3 per-
cantage poinfs more then naiionally
in the high-income regions. In the
low-income regions, below-average de-
clines in the Southeast, Southwest,
and Hocky Mountain regioms mors
than offtet an above-aversge decline
in the Plains. In the Southesst,
Euuthw&at. and Rocky Mountain re-
glons, hlnwm&ge declines or little
chahge ospurred in paracnal dividend,
interest, and rental income per
capita, in nonfarm proprietors'
income per capita, and, except in the
Rocky Mountain region, in wages and
palaries per capita. In the Flaine,
wages and salaries per capita declined
at an above.average rate.

Ia the high-income regions, al:mra—_
average declines in per capita person
al income in the Mideast and Great
La.kes regions more than cifset below-

rage declines in the Far West and
Nﬂw England, In the Mideast and
Great Lakes regions, above-average

declines occurred in wages and sala-
ries per capita, in nonfsrm propri-
etore” income per capita, and in per-
sonal dividend, interest, and renial
incoine per capita. In the Far West,
belovw-averaze declines ocourred in
wages and salaries per capita =nd
nonfarm  proprietors’ income per
capitn; and in New England, a below-
average decline occurred in personal
dividend, intersst, and rental income
per capita.

1M 050

Rerional differences in per capita
personal income narrowed substan-
tially more than in any other time-
spat. Per eapita income incraased
487 percentage points more than na-
tionally in the low-income regions and
21.1 percentage points less than na-
tionally in the high-income regions.
Bach low-income vegion had an above-
average jncrease. Meajor contributing
factors were ahove-average incresses
in the industrial mix component arnd
increases, except in the Rocky Moun-
tain region, in the adjusted wage rate
differential component. The increase
inn the industriat mix component re-
flected large shifts in employreent
from farming, which was a relatively

3l

lew-paying industry nationally, io
manufacturing, trade, and the trans
portation group, which were relative-
ly high-paying industrics nationally.
Incraases in the adjnsted wags rate
differsntial reflected above-average
increages in wage rates n  nearly
every industry. In the Rocky Moun-
tain region, encther major factor was
an increase that waes larger than in
any other region in the percent of the
wotking-age population that was em-
plo

Each high-income r&g‘mn had a
below-gverage incresge in per capita
personal income. Major mntﬂbutmg
factors were well-below average in-
creases in the mmdustrial mix compo-
nent, except in the Great Lakes
region, and declines in the adjusted
wage rate differential eoimponent,
except in the Far West. In the Mid-
epst and New England, the small in-
creases in the industrial mix compo-
nent reflecied employment increases
that ware smaller than in any other
region in the high-paying manufactr-
ing, trade, and transpertation-groap
industries. In the Far West, the small
ihcresse reflected an employment in-
creage that was arger than in any
other region in services =and povern-
met, which was a relatively low-
paying industry pationslly. In the
Great Lakes region, the industrial
mix benefited during World War IX
from the conversiom of the metor ve-
hicle indusiry to the production of
military dursble goods and, aftar the
war, [rom sirong catch-up demand for
congumers’ durables. In the Mideast,
New England, and Great Lakes re-
gions, declines im the adjusted wage
rate differentisl reflected below-aver-
agé increases in wage rates in nearly
every industry.
195059

Per capita income Increased 3.2 per-
centage points more than nationally
in the low-income regions and 2.8 per-
contage points less than rationally in
the hlgh-mmmﬂ regions. In the lnrw-
income regions, above-average in-
creases in the Southesst and South-
west more than offset below-average
incresges in the Plaing and Hoeloy
Mountain regions. In the Southesst
and Southwest, a major factor con-
tributing to the strength in per capita
incoane wae an shoveaverage ncreass
in the percent of the working-age pop-
ulation thai was employed; employ-
ment ikcreases were above average in
most nonfarm indestries. Another
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major factor was a below-average de-
cline in the percent of the total! popa-
lation that was of working age. The
positwar baby boom, which, In every
region, led to intreages in the vatio of
pre-working-age to total popitlation
and, conversely, to declines in the
ratic of working-age to total popula-
tion, lowered the average age of the
population lest in the Souxtheast than
in other regions. In the Sontheast, an
increase that was larger than in any
other region in the adjusted wage rate

SURVEY OF CURRENT BUSINESS

differential component meinly reflect.
ed a large increase in the earnings
rate of farm proprietors. In the South-
west, an above-average increase in
personal dividend, interest, and rental
income per capita reflected large in-
creases in each of these three income
components. In the Plains and Rocky
Mountain regions, major factors in
the below-average increases in per
capiia income were declines in the ad-
jumted wege rate differential compo-
nent and below-average increasea in

Zaptember

the industrial mix component. De-
clines in the adjusted wage rata dif-
ferential component mainly reflected
large declines in the earnings raie of
farm proprietors; in contrest, this
intome source inereapsd or chenged
littha in a1} other regions. In the
Rocky Mountain region, the small in-
creans in the industrial wix compo-
nent, reflected above-average incroases
in empieyment. in trade, services, and
government, which were relatively
low-paying industries rationally.

Table §,—Percentage-Point Differenee From National Aversge im Adjusted and Weaghted Parcent Change In Per Capita Personal Income, by
Detailed Component, Sedected Timespany, 1¥5875, BEA Retions
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Each high-income region ezcept
New England had a below-average in-
crease in per capita personsl income.
In the Mideast and Great Lakes re-
giong, a major contributing factor was
& below-average change in the percent
of the working-age populstion thest
was employed; employmeni declined
ot increased ai below-average rates in
nearly all industries, Another major
factor was an aboveaverage decline
in the percent of the total population
thatwasofworkmgage In the Far
Wezt, major factors were a decline
that was larger than in any other
region in the percent of total employ-
ment accounted for by nonfarm pro-
prictors and an increase that was
smaller than in any cther region in
transfer payments per capita. Weak-
ness in trensfer payments per capita
reflected a below-average inerease in
the percent of the total peopnlation
aged 65 and over; this age group re-
ceives the bulk of social security and
othar retirement payments, which ze-
count for the largest share of total
transfer payments. In New England,
major facters contributing to strength
in per capita income were an increase
in the adjustad wage rate differential
component and an above-average in-
crease in the industrisl mix compo-
nent, The industris]l mix benefited
from 2 large shift in employment
~ from nondurablez (in particular, tex-

tiles) to durables menufacturing; the
ghift was to the highedt paying ihdue-
try nationally.

195868

Fegional differences in per capits
personal income narrowed more than
in any other timespan except 1340-50.
Per capita income increased 7.7 per-
centage points more than nationally
in the low=income regions and 4.1 pers
centage poipts less than noationally in
the high-income regions. In the low-
income regions, sbove-average in-

creasez in the Southesst and Plains:

more than offset below-average in.
creases in the Southwest and Rocky
Mountain regions. In the Soputheast,
major factors contributing to the
gtrength in per capita income were
above-average increases inm the per-
cent of the working-sge population
that was employed, the industrial mix
component, and fransfer pavments
per capita. The employment/working-
age population ratio benefited from
above-average increases in employ-
ment in most indusiries; the industri-

&l mix benefited from especially large
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relative increrses in employment in
manufacturing, construction, and the
tramsportaticn group, which were rel-
atively high-paying industries naticn-
slly. Transfer payments per capita,
congigting mainly of refirement pay-
ments, benefited from an increase
that was larger than in aoy other
repian in the percent of the total pop-
ulation aged 65 and over. In the
Plains, major factors were large in-
creases in the industrial mix compo-
nent, in the adjusted wage rate differ-
entia]l compoment, and in personal
dividend, interest, and rental incorne
per capita. The increase in the indus-
trial mix component reflected a large
decline in employment in farmiog,
which was a relatively low-paying in-
dusiry nationally, and Below-average
increases in employment in the low-
paying trade, services, and govern-
ment industries. The increases in the
other two components reflected abowve-

average increases in the earnings rate

of farm preprietors who remained in
the region and in farm-related rental
income per capita, respectively. In the
Southwest and Rocky Mountain re-
gicns, a major factor in the weakness
in per capita income was a decline in
the adjusted wage rate differential,
which reflecied below-average in-
creases in wage rakes in most indas-
tries. In the Recky Mountain region,
another major factor was & change
that was smallar than in any other
region in the employment/working-
age pupulah:m rain-::-, reflecting below-
average increases in employment in
construction and privata service-type
itrdustries.

Each high~incnme regiou had a
below- -average increase in per capita

peyaonal income. In the Mideast and
Naw England, major contributing fac-
tors were below-average incresses inm
the industrial mix component and the
percent of the total population that
was of working age. The industrial
mix was adversely affocted by espe-
£ially small relafive increases in am-
ployment in the h.lgh-pa]rmg manufae-
turing industry. increases in the
ratic of working-ege ic tctal popula-
tion were smaller than in any othar
region. In New England and the Far
West, a major factor was a below-
average increase in the percent of the
working-sge population that was em-
ployed. In the Far West, other major
factors were a below-average incroose
in the industrial mix component,
which reflected slumps in the high-
paying aircraft mnd construction in-
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dustries, and weankness in personal
dividend, interest, and rental intome
par capita, which reflected increases
that were smaller than in any othex
region in both interest income and
rental incomse per cupita. In the Great
Laires region, a major factor was a
below-average increase in iransier
payments per capita, which reflected
an ezpecially emall incresse in the
percent of the total population aged
65 and over.

1958-73

Fer capita personal income in-
creased T.I percentage points more
than nationally in the low-income re-
gicns and 3.4 percentage points less
than nationzlly in the high-income re-
gions. Each low-income region had an
above-average incremse in per capita
income. A major contributing factor
was an above-average increase in the
industrial mizx component. The indus-
trial mix benefited from large in-
creases in employment in manofac-
turing and, except in the Plaing, in
construction and the itransportaiion
group; each was a velatively high-
peying indusiry nationally. In the
Southeast and Rocky Mounmtain re-
gions, another major Iacter waz an in-
crease, compared with a decline na-
tiopally, in the percent of the work-
ing-age population that was em-
ployed. In the Plaing, other major fac-
tors were increases that were larger
than in any other region it the ad-
justad wage rate differential compo-
nent and in personal dividend, inter-
est, and rental income psr capita; the
increases mainty reflected an increase
in the earnings rate of ferm propri-
etors to an unasnally high level in
1973 and & large incresze in farm-re-
lated remntal income per capita. In the
Southwest, strength in personal divi-
dend, interest, and rental income per
capita reflected ahove-average in-
oreages in each of theae three income
Components,

Each high-inconre region had a
below-average increase in per capita
personal income. Major sontributing
factors were above-average declines in
the percent of the working-age popuw-
lation that was employed and below-
average increases in the industrial
mix component. The employment/
working.age population ratic was ad-
versely affected by declines or below-
average increases in employment in
most industries; the industrial mix
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was aclw:mljr affected by large de-
clines or especially amall relative in-

; cremamampluymentmth&h!gh-

paymg manut‘actu_rmg construction,

amd tramsportationgroup industries.
In the Far Weat, another major factor
was a decline that was larger tham in
any other region in the adjusted wage
rate differential component; increases
in wage rates in nearly every indus
try were below average,

I878-72

In 1973-79, regional differences in
per capita personal income narrowed
less than in any other timespan,
mainly reflecting divergences from
the national sverage in the Flains
and Far West regions. In 1369-79, in
contrast, per capita income converged
toward the national average in the
Plaing snd Far Weat regions. In the
low-ineome Plaina, strength in farm-
ing in the early 1970's more than
offset weakness in the late 19705 In
the high-incorne Far West, weakness
in the aircraft industry in the esrly
1970's mare than offset strength in
the late L¥70s.

In 1973-T9, per capita imcome in-
creased 1.8 points more
than pationally in the low-income re-
gions and 0.4 percentage point less
than nationally in the high-income re-
gions. Each low-income region except
the Plaine had an sbove-avérage in-
creaza in per capita income. In the
Sontheast and Sonthwest, major con-
tributing factors weze increases that
were larger than in any other region
in the pdjusted wage rate differentiat
compenent; indreases in wage rates in
nearly every industry were ahove
average. In the Southeast, in addition,
a major factor was an above-average
increase in fransfer payments per
capita; the parcent of the total popu-
[ation aged 65 and over increased
more than in any other tegion. In the
Southwest, in addition, and in the
Racky Mountsin region, major factors
were sbove-gveraga increases in the
percent. of the working-age population
that was employed, the indusirial mix
component, and nopfarm proprietors’
income per capita. The employment/
working-age population ratio benefit-
ed from above-average increases in
employment in all industries; the in-
dustrial mix benefited from especially
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large relaiive increases in employ-
ment in mining construckon, and
manufecturing, which were relatively
high-paying industries nationally. In
the Plaing, major factors in the weak-
ness in per capita income were a de-
cline that was lexger than in any
othar region in the adjusted wage rate
differenitial component and an in-
crease that was smatler than in any
other region in the indusirial mix
component, The decline in the adjust-
ed wage rate differemtial meinly re-
flected a decline in the sarnings rate
of farm proprietors from the unususl-
1y high 1973 level.

In the high-income regions, helow-
Bverage incresses in per capita per-
sonal income in tha Midesst and New
England more than offset an above-
mverage increase in the Far Weat and
no change in the Great Lakes region.
In the Mideast and New England, a
major factor contribeting to the weak-
ness in per capita income was a de-
cline in the adjusted wage rate differ-
ential component; incresses in wage
rates in nearly every industry were
below average. In the Mideast, an-
other major facior was a below-aver-
age increase in the percent of the
worizing-age population that was sm-
pluyed employment declined or had a

increaze in nearly every indus-
trjr In the Far West, majar factors in
the strength in per capita income
were above-average incresses in the
percent of the wurking-age popalation
that was employed and in the indus-
trial mix component. The employ-
ment/working-age population ratio
benefited firom ahov&avamge in-
ereases in  emnployment in  nearly
every industry; the industrial mix
benefited from especlally large rela-
tive imcreases in employment in the
high-paying construction, manefaséur-
ing, and transportation-group indus-
tries. An increase in personal divi-
dend, interest, and rental income per
capitz was larger than in any other
region; an increass in rental income
per capita was especially large, in
part due to an above-average increase
in housing pricea.

Availability of Additional Data

Tables that show estimates of the
subcomponents of labor and propri-

Baptambec

etors’- inmme pex capita, as well as JYe-
lated estimates, for the years covering
the five timespans from 1940 to 1979,
are svailable on request. Table A
shows, for 1940 and 1950, actual labor
and proprietors’ income per employes
(the product of sabcomponents a and
b in table 3 of the article), hypotheti-
cal labor and propristors’ income per
emphyee {subcomponent a), and the
ratic of actual to hypothetical labor
and i intome per employes
(subcomponent h); teble A also shows
the percent of the working-age popu-
lation that is employed (subcompon-
ent c). Tables B and C show, for 1840
and 1950, national and regional distri-
boticns, by industry, of (1) labor and
proprietors’ income per employee snd
(2} employment, both of which are
used in caleulating subcomponents &
and b. Table D shows, for 1950 for-
ward, actnal wages and salaries per
employee, including farm proprietors
{the product of subcomponents 1 and
2), hypothetical wages and salaries
per smployes, including farm propri-
etors (subcomponent 1), and the ratic
of actual to hypotheticsl wageas and
salaries per employee, including farm
proprietors {ubeomponent 2); table D
also  shows nonfarm proprietors’
incone per proprietor (subcomponent
T), Tablea E and F show, for 19501'0:*—
wexd, nationsl and regmnul
tions, by industry, of (1} wages and
galaries per employee, including farm
proprietors, and (2) employment, in.
cluding farm proprietors, bhoth of
which ere used in calenlating aaboom-
ponenty 1 and 2. Table G shows, for
1950 forward, the distribution of am-
ployment by type of employee (inclod.
ing subcomponents 3 and ) and the
parcent of the working-age population
that iz smploved {subcomponents 4
and 9); table G also shows, for 1940
forward, the distribution of popula-
tion by age (including subcomponents
5, 10, and d}). Estimates of the compo-
nents of per capita personal income
other than those relating to labor and
proprietors” income per cepite {compo-
nents e-g and 11-14}, a5 well a8 other
labor income per capita (subcompo-
nent £), can be found in table 2 of the
article. Address all data ingquiries to
the U8, Depusrtment of Commerce,
Bureau of Economic Analysis, Region-
al Economic Analysiz Division, Wash-
ington, D.C. 20236,



